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SLHDITHSIH IVIONVNis 


REPORT TO SHAREHOLDERS 


On behalf of the Board of Directors, | submit a report of the result of your Company’s operations | 


for the year ended March 31, 1977. 


The major feature of the Company operations during the past year has been the completion of 


its programme of asset disposal and consolidation of operations enabling it to undertake the financial 
reorganization which is described in note 11 to the financial statements. With the successful com- 
pletion of this refinancing the Company will be reasonably positioned to take advantage of 
opportunities in its areas of concentration. 


A. TRANSPORTATION 


(1) LAND 


in the 1976-77 fiscal year the Alaska subsidiary was profitable. The principal area of 
operations was serving the needs of the Alyeska Pipeline Project. Although the pipe haul was 
substantially completed during the previous year, the fiscal year 1976-77 saw more activity 
in general freight and equipment haulage. The rigmoving operations in Alaska were discon-. 
tinued for economic reasons. Some of the equipment was disposed of locally and some 
transferred to Canada. 


During the fiscal year the subsidiary diversified its operations by engaging in L.T.L. class of 
transportation and interlining freight to and from Canada and the United States. 


Though it operated within its budget in the 1976-77 fiscal year, the Canadian Land Trans- 
port Division results were unprofitable. A reduced utilization of equipment was experienced 
during the winter and spring months due to weather conditions which restricted rigmoving 
activities, the division’s major capability. 

During the year the division was restructured and in order to optimize equipment utilization 
a planned explansion of the division’s operating services was undertaken to include the haulage 
of heavy oilfield and construction equipment. 


(2) MARINE 


This division was sold during 1976. The Company operated the division up to the effective 
date of the sale, July 27, 1976. This resulted in an operating loss. The start up costs for the 
season were shared between the company and purchaser in the ratio of revenues earned. 


MANUFACTURING 


The manufacturing subsidiary was not profitable during the 1976-77 fiscal year primarily 
because bid enquiries were low during the first half of the year, awards of proposed work were 
delayed, and the build up of labour in the shop was slower than anticipated due to local labour 
shortages. 


In November 1976 Kaps Manufacturing Ltd. acquired the business and goodwill of Conoil Deka 
Industries Limited. This enabled the subsidiary to expand its expertise and capabilities into the 
design and fabrication of oil and gas field production equipment. 


Through increased marketing and sales penetration and its ability to perform well, Kaps Manu- 
facturing Ltd. is now a leading fabrication shop in western Canada. 


C. OTHER 


Serving oil and gas field development for producers in remote areas of western and northern 
Canada is the main operation of Kaps Arctic Services Division. The division was profitable in the 
year in review and has since expanded its services. The division has the capability of performing 
all classes of earthmoving projects including site access roads, railway grade, earth filled dams, 
plant site preparation and sundry items of preliminary infrastructure for the extractive industries. 


GENERAL 


Through the 1976-77 fiscal year, the efforts of management were almost solely directed to the 
reorganization and restructuring of the company subsequent to the successful achievement of the 
major disposals and discontinuance of the Marine and Construction divisions, Norcan Parts and 
Equipment (1965) Ltd., R.R. Dales Construction Co. Ltd. and the evacuation of equipment from 
Johnsons Point, Banks Island and Inuvik, N.W.T. 


The object of the restructuring program of the company is the consolidation of its operating 
divisions and its head office administration. This objective has been substantially achieved. The 
company, which is now adequately and efficiently managed and staffed, is comprised of four major 
operating and service divisions, all geared to contribute to and share in the growth and development 
of the extractive and resource industries including any successful pipeline construction in northern 
and western Canada and the State of Alaska. 


| would like to express my sincere thanks to all our employees whose diligence and loyalty has 
served the company so well during the past year, and who have made a great contribution to the 
successful carrying out of its reorganization. 


P. J. A. BYRNE, PRESIDENT 


AUGUST 29, 1977 
EDMONTON, ALBERTA 


KAPS TRANSPORT LTD. 


(Incorporated under the laws of Alberta) 
and subsidiary companies 


CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 1977 


ASSETS 1977 
CURRENT ASSETS 

CASI CAI ROMO UU A eR MNRAS Ste ME BO Gad $ 264,000 

Accounts receivable) ae aug kbar Wie DEO Uae 3,556,000 

INVETHONES (MOTE a ee RA cue NR EU ORM On Em A REG 946,000 

Equipment held forsale aie Sie ee cal ae | 

Prepaid expenses and deposits.................0005 455,000 
5,221,000 


INVESTMENTS 


FIXED ASSETS (note 3) 


Land, buildings and equipment. . . CU AS EAL 10,424,000 
Less accumulated depreciation.................005. 5,032,000 
5,392,000 
INTANGIBLES AND DEFERRED CHARGES 

Excess of cost over fair value at dates 
of acquiring shares of subsidiary companies ........ 662,000 
Other: deferred CHARGES se OO 3,000 
665,000 
$11,278,000 


Approved by the Board 
P. J. A. Byrne, Director 
G. H. Montague, Director 


1976 


3,736,000 
2,100,000 
2,077,000 


493,000 


8,406,000 


508,000 
55,000 


555,000 


1,118,000 


22,491,000 


7,999,000 


14,492,000 


1,014,000 


35,000 


1,049,000 


LIABILITIES 


CURRENT LIABILITIES 


Bank advances (note 4) 


Accounts payable and accrued liabilities............ 
PI OGHTE TAK OS Oe a i A Ca EN Ee 


LONG-TERM DEBT (note 5) 


(Bee echt Cc aH SINTRA TRY REUNITE TA TD aU OE ACA Ba 
PARVATI OOP ACT ie ciaretdi eons Ql eld ialis tance tela dy ava ey eile fe yial'q ib 
ESATA MET ELON Ye oe Nn est nA LA Me REO) Ra MEA 
MONGAIeS ane MOLES OE ee woe las tg 


Less principal included in current liabilities .......... 


DEFERRED INCOME TAXES ....................... 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 6) 


Authorized 
4,000,000 Common shares without par value 
Issued 


2 50S' 205 Common Shares iii ka ye 


CM ky Leh Wi Veo Ke tania Che Maa Wg DN RU 


Subsequent events (note 11) 


Sr See OL ey wh maha, Na leh Celtel ig wie) my) te te ew iol We dek Ue 


1977 


$ 1,876,000 
3,794,000 
73,000 
1,913,000 


7,656,000 


1,707,000 
1,382,000 
742,000 
531,000 


4,362,000 
1,913,000 
2,449,000 


462,000 


7,896,000 


7,185,000 
711,000 


$11,278,000 


1976 


$ 3,268,000 
4,162,000 
32,000 
3,004,000 


10,466,000 


8,846,000 
3,677,000 


531,000 


13,054,000 
3,004,000 
10,050,000 


2,306,000 > 


7,896,000 


5,653,000 
2,243,000 


$25,065,000 


KAPS TRANSPORT LTD. 


and subsidiary companies 


CONSOLIDATED STATEMENT OF INCOME 


YEAR ENDED MARCH 31, 1977 


Divisions 


TVANSDORE kit Ga NARS OR Ure 
Manutacturing oscil b neue 


Elimination of inter-division 


TARSACTONS Ve vee UR en ny 


Administrative expenses......... 
Interest on long-term debt........ 


Loss (income) from continuing 


ODEFAtONS ha eed es 


Loss from discontinued 


operations (note 7)........... 


Loss before income taxes 


and extraordinary items ....... 


Income taxes (note 8) 


LOM HT a =| py BROWER RCM) NOR TQM ENRON tp Fg A 


POTTS ENA DE RTL 


Loss per share 
Loss before extraordinary 


2,563,000 


$16,618,000 


1977 
Gross 
Operating 
Revenue Profit 


$14,251,000 $ 1,490,000 $20,059,000 $ 
3,652,000 


135,000 


16,814,000 1,625,000 


196,000 


1,625,000 


2,220,000 
629,000 


2,849,000 
1,224,000 
748,000 


1,972,000 


273,000 
(916,000) 


(643,000) 


1,329,000 
203,000 


$ 1,532,000 


.60 


1976 
Restated (note 7) 


Revenue 


23,711,000 


179,000 
23,532,000 


Gross 
Operating 


Profit 


3,119,000 


845,000 


3,964,000 


3,964,000 


2,621,000 


919,000 
3,540,000 


(424,000) 


1,847,000 


1,423,000 


(369,000) 
(369,000) 


1,054,000 


__ 3,160,000 
4,214,000 


$ .41 
1.64 


KAPS TRANSPORT LTD. 


and subsidiary companies 


CONSOLIDATED STATEMENT OF DEFICIT 
YEAR ENDED MARCH 31, 1977 


1977 
DEFICIT AT BEGINNING OF YEAR .................... $ 5,653,000 
NRE RG IMR Rona OE A ade cee ae AME a ee PT SA RR 1,532,000 
DEFICIT IAT GNDIOP YEAR ie iN ee iain $ 7,185,000 


AUDITORS’ REPORT 


To the Shareholders of 
Kaps Transport Ltd. 


1976 


$ 1,439,000 


4,214,000 
$ 5,653,000 


We have examined the consolidated balance sheet of Kaps Transport Ltd. and subsidiary com- 
panies as at March 31, 1977 and the consolidated statements of income, deficit and changes 


in financial position for the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other procedures as we 


considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
company as at March 31, 1977 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year. 


Edmonton, Alberta Thorne Riddell & Co., 
August 26, 1977 Chartered Accountants 


KAPS TRANSPORT LTD. 


and subsidiary companies 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED MARCH 31, 1977 


WORKING CAPITAL DERIVED FROM 


OPEATONS Ye OU en a een ae RAN 
Decrease in investment in joint ventures.............. 
Decrease in investment in 50% owned companies...... 


Proceeds from sale of fixed assets, 


MOTO AGCHIONIS 65 Ae Te eat Ma 


Extraordinary credit on recovery of current 


INCOME faxes OF SUDSIMIALY Lee ek OCCT TaN 
Reclassification of investments to current assets ....... 


Reclassification of equipment held for sale 


TO CUFFERNTASSOTS en A eT Od nN SU Clon net SN 


WORKING CAPITAL APPLIED TO 


CIDOTATIONS i SEAN Bie OU gO AE ON HT mg 
Reduction of long -enrnidebti i asus Cte Ce 


Writedown of current assets and costs of disposal 


of subsidiary companies and discontinued divisions . . 
OME IAVESTMENT ANCE OCMC SS BETA ITER, BRE Rat 


INCREASE (DECREASE) IN WORKING 


CAPITAL DEFICIENCY) io cea Ut oUt Seah gui 


WORKING CAPITAL DEFICIENCY AT BEGINNING 


OF YEAR Gy os Wea se OA ER Oa Rae gen 


WORKING CAPITAL DEFICIENCY 


AT END ORI VEAP Wikis i icon Eanes ae eC Th 


Operations 


Loss before extraordinary items...............0...00. 


Items not involving working capital 


Depreciation and amortization ..........0.0.0.0..0. 
Deferred INCOME TAXES ee oN ree A a 


WORKING CAPITAL DERIVED FROM 


(APPHIED TO}ORER AR OING sein t Aires RON Site aoe 


1977 


6,883,000 


232,000 
56,000 


7,723,000 


293,000 
7,601,000 


204,000 


8,098,000 


375,000 
2,060,000 


$ 2,435,000 


$ (1,329,000) 


1,931,000 
(916,000) 
21,000 


$ _ (293,000) 


1976 


$ 2,659,000 
88,000 
177,000 


441,000 


2,077,000 
50,000 


5,492,000 


2,379,000 


927,000 
55,000 


3,361,000 


(2,131,000) 


4,191,000 


$ 2,060,000 


$ (1,054,000) 


3,603,000 
(370,000) 


480,000 


$ 2,659,000 


KAPS TRANSPORT LTD. 


and subsidiary companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1977 


IP 


BASIS OF PRESENTATION AND ACCOUNTING POLICIES 


(a) Basis of consolidation 


These consolidated financial statements include the accounts of Kaps Transport Ltd. and its 
subsidiary companies, all which are wholly-owned. 


(6) Basis of recording revenue 


Revenue is recorded principally as services are rendered or goods sold. In some cases 
certain companies in the group perform services for other companies. The resulting inter- 
company revenues and any gross profit therefrom have been eliminated in these consolidated 
financial statements. 


(c) Inventories 
Inventories are valued at the lower of cost and net realizable value. 


(d) Fixed assets 


All fixed assets are stated at cost. Depreciation is recorded in the accounts from the date of 
acquisition of the assets at rates and on the basis (set out in note 3) calculated to amortize 
the cost of the assets less residual value over their estimated useful life. 


(e) Deferred charges 


Deferred charges are amortized against earnings over the periods of benefit to the companies. 
The 1977 amortization amounted to $22,000 (1976 $255,000). 


(f) Income taxes 


Deferred income taxes arise from claiming certain expenses, principally depreciation of fixed 
assets, for income tax purposes in amounts differing from those recorded in the accounts. 


INVENTORIES 


Inventories consist of the following 


1977 1976 
PANS GNC SUBOUGE ibe Vib yi ius Munan ti acaie ks ule $ 707,000 §$ 1,714,000 
Automotive and heavy equipment for sale..... 129,000 
WYOTIN ROCESS: 1s OO RUN URE aA UG Cur a Le A 239,000 257,000 


$ 946,000 $ 2,100,000 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


3. FIXED ASSETS 


BUGIS ous rue aoe 
Automotive equipment ...... 
Portable field equipment... .. 
Marine equipment.......... 
Office and shop equipment. . . 
Roadways, docks and 

Daria lot ie Sk ee Nik 
Leasehold improvements .... 


Cost 


$ 249,000 
829,000 
7,636,000 
341,000 


964,000 


191,000 


214,000 
$10,424,000 


1977 


Accumulated 
depreciation 


$ 
205,000 
3,952,000 
217,000 


486,000 


96,000 
76,000 


$ 5,032,000 


Depreciation is provided on a straight-line basis at the following rates. 


BUNGINGS SESE eae OED URE Ct OCR 
Automotive and portable field equipment 
OTiCS EQUIDMENT Le ey A a Nd 
SHOP SOMMDIEIE Gi ide eA NR a Ry nea i 


Roadways, docks and parking lot 
Leasehold improvements 


4. BANK ADVANCES 


SW wii md hy are imine ym 


We Weel ory ie, Cali wl tardid) We vm ellen twits aie) fe chet 


1976 

Net Net 
$249, 000) 4 0S 27000 
624,000 891,000 
3,684,000 6,213,000 
124,000 617,000 
5,095,000 
478,000 509,000 
95,000 695,000 
138,000 197,000 
$ 5,392,000 $14,492,000 
Percent 
5 
10-33 
10-13 
§)+10 
& 

equal annual 


amounts over the 
life of the lease 


Bank advances are secured by a general assignment of book debts, a fixed specific mortgage on 
certain equipment and floating charge debentures of the company and certain subsidiary 
companies. At March 31, 1977 the companies were in default under certain covenants con- 
tained in the floating charge debentures. As described in note 11, the bank financing is being 
restructured and on the completion of this, the companies will no longer be in default on the 
debentures and the major banker will continue the lines of credit. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


5. LONG-TERM DEBT 
1977 1976 


(a) Debentures 
ie Va VO ODOT OLR POU AN LNA bo ee Tlie cir a gs Madtia $ 1,185,000 $ 8,252,000 
Principal and interest are secured by 


(1) a first specific mortgage on fixed assets not other- 
wise pledged as security 


(2) a second specific charge on certain assets other- 
wise pledged 


(3) floating charges on all other assets and under- 
takings of the companies 


As at March 31, 1977 the companies were required 
to make monthly interest payments to August 1, 1977, 
at which time the details of the principal repayments 
were to be negotiated. Subsequent to the year end, 
the agreement more fully described in note 11 has 
been entered into, and the principal due within one 
year has been determined in accordance with the 
terms of this agreement. This agreement also states 
that on or before June 30, 1978 negotiations will be 
commenced to arrange mutually acceptable -terms to 
repay the debenture by December 31, 1979. 


Bank debenture — subsidiary company PAGE EA NON AVR ge 522,000 594,000 


Payable in monthly instalments of $7,000 to $10,000 
with a final payment of $232,000 on February 1, 
1980; interest payable monthly at various rates 
related to the bank’s prime lending rate; secured by a 
general assignment of accounts receivable, a first 
fixed specific mortgage on land, building and certain 
equipment and by a first floating charge on all assets. 


$ 1,707,000 $ 8,846,000 
(b) Finance Contracts 
PAVMeTIRIOUe HA TOL ist ll Ti ee eh $ 2,297,000 
VAS UG sth MA COR OMe Le Om DSR TEN $ 1,215,000 1,218,000 
VEILS ME A CO RUE Se ae ERAN 123,000 162,000 
WSR A nya ila oi adhta lent Care MLAS y ABN fae 44,000 


$ 1,382,000 $ 3,677,000 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


5. LONG-TERM DEBT (continued) 
1977 1976 


(c) Bank Term Loans 
Specialterm loa ss Say Oe nla AOR AR $ 450,000 


The agreement referred to in note 11 creates a term 
loan payable in blended monthly payments of $25,000 
commencing January 1, 1978. The said agreement 
states that on or before June 30, 1978 negotiations 
will be commenced to arrange mutually acceptable 
terms to repay this loan by December 31, 1979. 


Term loan — subsidiary companies ............... 292,000 


The agreement referred to in note 11 creates a term 
loan due by 1981 payable in blended monthly pay- 
ments of $7,500 commencing September 1, 1977. 


$) | 742,000 
(d) Mortgages 
Payable $805 monthly including 
DHINGIDAL ANG IMTEFESH ah S A CRE CEN Les Ra, $ 75,000 $ 75,000 
(e) Notes 
Payable in monthly installments of $10,000 
to $26,000 until September, 1979; 
interest payable monthly at 12% oo. eo. 456,000 456,000 
531,000 3. 53h, 006 


6. CAPITAL STOCK 


As at March 31, 1977, the company has reserved 100,000 common shares for issue under an 
option granted to the holder of the 12%% debenture. This option may be exercised in whole or 
in part at any time to April 25, 1980 at $7.50 per share. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


7. DISCONTINUED OPERATIONS 


8. 


The company ceased operations in its Earthmoving division and its Equipment servicing division 
in May, 1976; its Marine division in July, 1976 and various projects in its Arctic Services division 
by August, 1976. The operations related to the discontinued activities for the year ended March, 
31, 1977 have been shown separately on the statement of income. The operations for the year 
ended March 31, 1976 are restated to show separately the results of operations of these dis- 
continued divisions. 


1977 1976 
Revenue 
MRARSOOFU ND Cree MILL eC RMN UAV OMe Vian LLL $ 1,210,000 $ 6,167,000 
VB aC ON ee CAN aah RTE RADE A TERE Te RAE OT At Wasa ge 183,000 3,895,000 
1,393,000 10,062,000 
Gross operating (profit) loss 
TRANSDON ST eD ie UR Oa aU EAU tig tes 389,000 528,000 
1B ght AEE) ONT CPG AE a AS Re A Pe EO (84,000) (340,000) 
305,000 188,000 
Administrative expenses. ...... 0.0.00. 0 00 eee 63,000 842,000 
INISFEShOM IONGTEMM GEOR ie eee aiden enemy elk, 380,000 817,000 
Loss from discontinued operations........ AEN NEN ich $ 748,000 $ 1,847,000 


INCOME TAXES 
The tax effect of loss carry forwards is recognized only to the extent of eliminating cumulative 
income tax deferments in each company. 


Tax loss carry forwards available for application against future years’ incomes but not recognized 
in the accounts total $5,444,000 at March 31, 1977 ($4,922,000 at March 31, 1976). 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


9. EXTRAORDINARY ITEMS 


10. 


Reduction of current and deferred income taxes by 
application of prior years’ losses............... 


Write-off of excess of investments in 50% owned 
companies over proceeds upon liquidation during 
THB Vea eC HR aS SUS GR eee AO Se 


Write-off of the balance of the carrying value of 
1,000,000 6% $1 par value preferred shares 
received in 1974 from a purchaser as partial con- 
sideration for the sale of a subsidiary, the pur- 
chaser now being in receivership.............. 

Loss on sale of assets and business of Marine 
Division less deferred income tax reduction of 
$2 13;000 related thereto rows Ue a 

Writedown of assets to estimated realizable value on 
discontinuance of the earthmoving division and 
portions of the arctic services division, less 
deferred income tax reduction of $116,000 
related thereto (1976 -$112,000)....>........ 

Writedown of investment in subsidiary companies 
TO FEANZADISN VAIS ee ey RN ae ROL aa a 


OTHER FINANCIAL INFORMATION 


(a) Depreciation 


1977 


$ (831,000) 


11,000 


500,000 


61,000 


126,000 


336,000 
$ 203,000 


1976 


$ (54,000) 


578,000 


1,754,000 


882,000 
$ 3,160,000 


Depreciation deducted in arriving at gross operating profit amounted to $1,863,000 (1976 


$3,348,000). 


(6) Remuneration of directors and officers 


Aggregate direct remuneration paid or payable by the companies to directors and officers 


amounted to $210,000 (1976 $270,000). 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


11. SUBSEQUENT EVENTS 


(a) Subject to the approval of the Company’s shareholders, the number of authorized common 
shares without par value is to be increased from 4,000,000 to 10,000,000. 


(b) The Company proposes to issue $1,800,000 aggregate principal amount 10% convertible 
income debentures due November 1, 1982 secured as to principal only by a specific second 
charge against the land and buildings of Kaps Manufacturing Ltd., convertible into common 
shares of the Company at the price of 50c during the first two years and at 75c during the 
last three years of their term. It is proposed that the shareholders of the Company will be 
issued rights to purchase these debentures at par on the basis of $1.00 of debenture for each 
two common shares held subject to a minimum subscription of $500. The Company proposes 
to sell the balance of the debentures (approximately $518,000 principal amount) to investors 
and to employees of the Company. 


(c) The Company has entered into agreements with its major banker and the 124% debenture 
holder, subject to the subscription of $1,000,000 of the aforementioned debentures. The 
agreement provides as follows: 


1. Except for the costs of issue, the proceeds to a maximum of $1,400,000 will be applied, 
4/7ths against the bank indebtedness, and 3/7ths against the 12% debenture. 


2. The proceeds in excess of $1,400,000, after satisfying the costs of issue, will be added 
to the working capital of the company. 


3. Repayments to the 12%% debenture holder will commence September 1, 1977 at 
$7,500 per month principal, and from January 1, 1978 at a blended payment of 
$25,000 per month. 


4. The Company’s major banker will continue operating lines of credit in an amount more 
suited to the operations of the Company. A portion of the bank debt will be converted 
into the term loans referred to in note 5 (c). The repayment of these term loans will be 
as follows: 


(i) By blended payments of $7,500 per month commencing September 1, 1977 against 
a term loan of $292,000. 


(ii) By blended payments of $25,000 per month commencing January 1, 1978 against 
a special term loan of $450,000. 


5. The Company has agreed to commence negotiations on or before June 30, 1978 to 
arrange mutually acceptable terms to repay the 12%% debenture holder and the special 
term loan by December 31, 1979. 


6. Out of funds specifically set aside at March 31, 1977 for such purpose, the Company 
will pay $250,000 to the 12%% debenture holder and $50,000 to the major banker, 
to be applied to the special term loan. 


The result of the aforementioned agreements, applied as at March 31, 1977, would affect the 
Balance Sheet as set out in the following Proforma. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENT 
11. SUBSEQUENT EVENTS (continued) 


KAPS TRANSPORT LTD. 


(Incorporated under the laws of Alberta) 
and subsidiary companies 


PROFORMA CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 1977 


ASSETS 


CURRENT ASSETS 


FIXED ASSETS 


Land: buildings and: quipments oi eae Na a 
Less accumulated deprecialion ora eh aaa ON aes 


INTANGIBLES AND DEFERRED CHARGES 


Excess of cost over fair value at dates of 

acquiring shares of subsidiary companies .......... 
Deferred. financing COSTS NU iuiie Wako Wee ah iaang ate enti 
Other deferrad charges ee uO ae Rasen ea avi 


PROFORMA 


$ 304,000 
3,556,000 
946,000 


455,000 


5,261,000 


10,424,000 


5,032,000 


5,392,000 


662,000 
60,000 
3,000 


725,000 


$11,378,000 


ACTUAL 


$ 264,000 
3,556,000 
946,000 
455,000 


5,221,000 


10,424,000 
5,032,000 


5,392,000 


662,000 


3,000 


665,000 


$11,278,000 


ON BASIS OF FULL SUBSCRIPTION OF INCOME DEBENTURES 


LIABILITIES 


CURRENT LIABILITIES 


EAUAGMANCES LU ON in Mm AT Rib ele ale UIUP a aR Uta 
Accounts payable and accrued liabilities.............. 
TCOMOENAKES ee a MTT hem A DORR UR ag aT Be 4 


LONG-TERM DEBT 


MIGOMEe GODEIIUTSS a yey a oi Wu toed Minin aruba abuiy ak 
ECR TAIN OS irs ng a ies UGA al We Ss hiet aad ak Ryd Pee Paw evan lS ML age 3G 
FAN ANIGE, GOMIFAG US! 5) out Na Pat oe aie ieby Na GEN i Noa 
ESA RFI ie HUAN Shh UNO ahigict UM SNARE UE Ah AIPA WTA A ged 
MOMGAGES ANG Notes ume Mu thee EAA Gy 


Less principal included in current liabilities ............ 


DEFERRED INCOME TAXES oe ae ead 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 


Authorized 
10,000,000 Common shares without par value 
Issued 
2563-2 OD GOMMMON SHAKOS ie hie Sie ieee wa ur RU 


Sy RD SA TROPLALAg Beas RUE OTA Eiht MLA oe RR 


PROFORMA 


$ 1,076,000 
3,794,000 
73,000 
1,613,000 


6,556,000 


1,800,000 
857,000 
1,382,000 
692,000 


531,000 


5,262,000 
1,613,000 


3,649,000 


462,000 


7,896,000 


7,185,000 


711,000 


$11,378,000 


ACTUAL 


$ 1,876,000 
3,794,000 
73,000 
1,913,000 


7,656,000 


1,707,000 
1,382,000 
742,000 
531,000 


4,362,000 
1,913,000 


2,449,000 


462,000 


7,896,000 


7,185,000 


711,000 


$11,278,000 


KAPS TRANSPORT LTD. 


and active subsidiary companies 


Kaps Transport Ltd. 
Kaps Transport Inc. 
Kaps Transport (Alaska) Inc. 
Kaps Manufacturing Limited 


Inland Empire Leasing Corporation 


SECOND QUARTER REPORT 
SEPTEMBER 30, 1977 


MESSAGE FROM THE PRESIDENT 


The results of the Company’s operations for the six 
months ended September 30, 1977, compared with the 
similar period of 1976, are set out on the following 
pages of this report. 


During the six-month period the Company’s trans- 
port operations in Alaska were profitable. The Com- 
pany’s Canadian transport division operated at a small 
loss. Both transport operations were adversely affected 
by low vehicle utilization and heavy maintenance and 
repair expenditures during the month of September 
1977, The balance of the Company’s operating loss for 
the period was accounted for by its manufacturing sub- 
sidiary and by administration and interest charges. 


It is anticipated that activities in the Company’s 
Canadian trucking operations will increase during the 
coming months and, as a result of this anticipated 
activity and the disappointing performance of the Com- 
pany’s manufacturing subsidiary, the Company will at- 
tempt to concentrate its resources on the transport side 
of its operations. 


The Company has arranged standby commitments 
in connection with its current issue of $1,900,000 10% 
convertible income debentures which, together with 
subscriptions received to date from shareholders and 
employees, will assure that the full amount of this issue 
is subscribed for, 


November 25, 1977 P. J. A. BYRNE, 
Edmonton, Alberta President. 


KAPS TRANSPORT LTD, 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME 
Six Months Ended September 30, 1977 


(with restated figures for the six months ended September 30, 1976 for 
comparison) 


(Unaudited) 


REVENUE 
Transportation $8,747,000 
Manufacturing 1,837,000 
Other 


DIRECT COSTS 
GROSS OPERATING INCOME 


ADMINISTRATION EXPENSES 
INTEREST ON LONG TERM 
DEBT 


INCOME (LOSS) BEFORE 
TAXES AND EXTRA- 
ORDINARY ITEMS 


INCOME TAXES 
Current 
Deferred (reduction) 


INCOME (LOSS) BEFORE 
EXTRAORDINARY ITEMS 


EXTRAORDINARY ITEMS 
Income Tax Reduction 
Resulting from Recognition 
of Additional Losses 
Carried Forward 


Net Income (Loss) on Sale 
of Assets and Business of 
the Marine Division 


NET INCOME (LOSS) FOR 
THE PERIOD 


INCOME (LOSS) PER SHARE 
Based on 2,563,265 shares 
outstanding 
Income (Loss) Before 
Extraordinary Items 


Net Income (Loss) for the 
Period 


DEPRECIATION INCLUDED IN 
DIRECT COSTS 


1977 


$6,033,000 
$10,584,000 “1,510,000 


9,798,000 
786,000 


1,097,000 


237,000 
1,334,000 
(548,000) 
346,000 
(210,000) 


136,000 


684,000) 


346,000 


$ (338,000) 


(26.7)c 


(13.2)c 


$ 854,000 


$1,067,000 


1976 


$8,317,000 


7,728,000 


589,000 
1,117,000 


652,000 


¥,769,000 


(1,180,000) 


225,000 


225,000 


169,000 


(181,000) 


$(1,417,000) « 


(54.8)c 


(55.3)c 


AR10 


KAPS TRANSPORT LTD. 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
Six Months Ended September 30, 1977 
(with comparative figures for the six months ended September 30, 1976) 


(Unaudited) 


WORKING CAPITAL DERIVED FROM: 
Extraordinary credit on recovery of Current 
income taxes of subsidiary 


Proceeds from sale of fixed assets, net of 
additions 


Decrease in investment in Joint ventures 


Decrease in deferred charges 


WORKING CAPITAL APPLIED TO: 
Operations 


Reduction of long-term debt 


Purchases of fixed assets, net of proceeds 
on sales 


Deferred finance charges 


Costs of disposal of dicontinued divisions 


INCREASE IN WORKING CAPITAL DEFICIENCY 


WORKING CAPITAL DEFICIENCY AT 
BEGINNING OF THE SIX MONTH PERIOD 


WORKING CAPITAL DEFICIENCY AT THE END 
OF THE SIX MONTH PERIOD 


OPERATIONS 
Loss before extraordinary items 


Items not involving working capital 
Depreciation and amortization 


Deferred income taxes 


Loss on disposal of fixed assets 


WORKING CAPITAL APPLIED TO OPERATIONS 


$ 73,000 


1977 


$ 346,000 


$ 346,000 


73,000 
209,000 


421,000 
5,000 


708,000 


362,000 


2,435,000 


$2,797,000 


$ 684,000 


(854,000) 
210,000 
33,000 


$ 136,000 


1976 


$6,574,000 
508,000 
7,000 


$7,089,000 


136,000 
7,861,000 


70,000 
8,067,000 


978,000 


2,060,000 


$3,038,000 


$1,405,000 


(1,067,000) 
(225,000) 
23,000 


